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SUBJECT: UAE PETROLEUM MINISTRY INTEREST IN GAS SUPPLY 
WITH U.S. 

REF: ABU DHABI 1170 

1. THE USG CANNOT TAKE A POSITION ON A LONG-TERM GAS 
ARRANGEMENT WITH ABU DHABI AT THIS TIME. THE ADMINISTRA- 
TION'S ENERGY RESOURCES COUNCIL IS CURRENTLY ENGAGED IN A 
HIGH-LEVEL REVIEW OF IMPORTED LIQUEFIED NATURAL GAS (LNG) 
IN AN EFFORT TO DEVELOP A COMPREHENSIVE LNG POLICY WITHIN 
THE NEXT MONTHS. GAS INDUSTRY SOURCES INSIST THAT FOREIGN 
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LNG WILL BE NEEDED TO MEET FUTURE US GAS DEMANDS, BUT THIS 
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CONCLUSION IS SUBJECT TO DISPUTE. WHILE IT IS TOO EARLY TO 
PREDICT THE POLICY RECOMMENDATION THAT WILL EMERGE FROM 
THE ERC'S DELIBERATIONS. THERE IS CONSIDERABLE SENTIMENT 
HERE AGAINST LNG IMPORTS FOR THE FOLLOWING REASONS: 

A) INCREASING LNG IMPORTS RUNS COUNTER TO OUR NATIONAL 
OBJECTIVE OF REDUCING OUR DEPENDENCY ON FOREIGN ENERGY 
SUPPLIES. 

B) THE LARGE CAPITAL COSTS OF THE PROJECTS AND THE HIGH 
PRICE BEING DEMANDED FOR LNG RAISES SERIOUS QUESTIONS AS 

TO WHETHER ADDITIONAL LNG IMPORTS ARE IN OUR INTEREST. 

C) LNG IMPORTS MAY BE LESS SECURE THAN OIL IMPORTS. 

BECAUSE OF THE SPECIAL LIQUEFACTION AND TRANSPORT 
FACILITIES INVOLVED, THE LNG SUPPLY LINE WOULD LACK 
FLEXIBILITY. MOREOVER, THE DEPENDENCE WOULD BE CONCEN- 
TRATED GEOGRAPHICALLY RATHER THAN SPREAD OUT THROUGH 
THE COUNTRY AS A WHOLE. 

D) SINCE LNG CONTRACTS ARE FOR 20-30 YEARS, WE WOULD BE 
LOCKED INTO HIGH COST LNG SUPPLIES EVEN IF OIL PRICES 
FALL IN THE FUTURE OR IF NEW CHEAPER ENERGY SOURCES 
COME ON STREAM. 

2. THE ROLE OF LNG IN OUR NATIONAL ENERGY BALANCE IS 
CLOSELY CONNECTED WITH OTHER ADMINISTRATION ENERGY PRO- 
POSALS. IF CONGRESS APPROVES DEREGULATION OF DOMESTIC 
GAS PRICES, DOMESTIC SUPPLY SHOULD INCREASE SIGNIFICANTLY 
AND DEMAND WILL BE DAMPENED, BOTH IN TERMS OF REDUCED 
USAGE AND SHIFTS BY SOME INDUSTRIAL USERS TO OTHER TYPES 
OF ENERGY. WITH DEREGULATION, THE NEED FOR FOREIGN GAS 
SUPPLIES WILL BE SUBSTANTIALLY REDUCED. 

3. THE ERC'S DELIBERATIONS ON LNG HAVE NOT DISCOURAGED 
US FIRMS FROM PUSHING FORWARD WITH LNG DEALS. 

ONE FIRM RECENTLY SIGNED A CONTRACT WITH INDONESIA, AND 
ANOTHER IS EXPECTED TO CONCLUDE AN AGREEMENT WITH ALGERIA 
THIS MONTH. BEFORE THIS LNG CAN BE IMPORTED, HOWEVER, 
APPROVAL MUST BE OBTAINED FROM THE FEDERAL POWER 
COMMISSION, WHOSE REVIEW OF APPLICATIONS NORMALLY TAKES 
15-24 MONTHS. KISSINGER 
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